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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIFORNIA 

Application of Southern California Gas Company 
(U 904 G) and San Diego Gas & Electric Company 
(U 902 G) For Authority To Recover North-South 
Project Revenue Requirement In Customer Rates 
And For Approval Of Related Cost Allocation And 
Rate Design Proposals 

A.13-12-013

SOUTHERN CALIFORNIA GENERATION COALITION 
NOTICE OF EX PARTE CONTACT  

In accordance with Rule 8.4 of the Rules of Practice and Procedure of the California Public 

Utilities Commission (“Commission”), the Office of Ratepayer Advocates (“ORA”), The Utility Reform 

Network (“TURN”), and the Southern California Generation Coalition (“SCGC”) give notice of an oral 

ex parte communication with Kenneth Koss, Chief of Staff to Commissioner Michael J. Picker, at the 

Commission’s office located at 505 Van Ness Avenue, San Francisco, CA 94102, on Wednesday, June 

1, 2016 (4:00-4:30 pm). The person initiating the communication was Norman Pedersen.  The persons 

present during the communication were Nathaniel Skinner (ORA), Jonathan Bromson (ORA), Marcel 

Hawiger (TURN), and Norman Pedersen (SCGC) (jointly, “Communicators”).   

The Communicators told Mr. Koss that ORA, TURN, and SCGC support the Proposed Decision 

(“PD”) of Administrative Law Judge (“ALJ”) Bemesderfer in A.13-12-013.  They explained that the 

Aliso Canyon situation does not create a need for the North-South Project.  To the contrary, insofar as 

the North-South Project was intended to make storage supplies from the Honor Rancho storage field 

available to the Southern System, the Aliso Canyon situation reduces the alleged justification for the 

North-South Project because Honor Rancho gas will be needed for the Northern System in lieu of Aliso 

Canyon supplies.
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The Communicators explained that existing tools to maintain Southern System reliability are 

working well.  They pointed out that the May 26, 2016 SCGC Motion for Official Notice (Attachment 

A) contains attachments showing that the Southern California Gas Company (“SoCalGas”) spent a total 

of $3.2 million to maintain Southern System reliability during the April, 2015 – March, 2016 twelve 

month period.  This should be compared to the first year revenue requirement of $133.6 million for the 

North-South Project. Further, the attachments show that the ability to enter baseload contracts for winter 

supplies has saved an average of $3.1 million over the last three years in contrast to the cost of spot 

purchases.

The Communicators explained that although SoCalGas used a map (Attachment B) in its ex parte 

communications showing no cross-overs between the El Paso North Mainline and the El Paso South 

Mainline, a map of the El Paso system shows there are cross-overs (Attachment C).  

Lastly, the Communicators said there was no need for a rulemaking on Southern System 

reliability as SoCalGas proposed in comments on the PD.  If SoCalGas believes additional measures are 

necessary to assure Southern System reliability, SoCalGas can present such alternatives to the 

Commission through an application or other appropriate filing.  Further, if there were to be a 

rulemaking, it should be after the Aliso Canyon issue is resolved.

Respectfully submitted, 

Dated:  June 3, 2016 /s/ Norman A. Pedersen 
  Norman A. Pedersen, Esq. 

HANNA AND MORTON LLP 
444 South Flower Street, Suite 1500 
Los Angeles, California 90071-2916 
Telephone:  (213) 430-2510 
Facsimile:    (213) 623-3379 
E-Mail:  npedersen@hanmor.com
Attorney For THE SOUTHERN CALIFORNIA 
GENERATION COALITION 
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Norman A. Pedersen, Esq. 
HANNA AND MORTON LLP 
444 South Flower Street, Suite 1500 
Los Angeles, California 90071-2916 
Telephone:  (213) 430-2510 
Facsimile:    (213) 623-3379 
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Application of Southern California Gas Company 
(U 904 G) and San Diego Gas & Electric Company 
(U 902 G) For Authority To Recover North-South 
Project Revenue Requirement In Customer Rates 
And For Approval Of Related Cost Allocation And 
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SOUTHERN CALIFORNIA GENERATION COALITION 
MOTION FOR OFFICIAL NOTICE  

OF THE SOUTHERN CALIFORNIA GAS COMPANY  
SEVENTH ANNUAL REPORT OF SYSTEM RELIABILITY ISSUES AND 

ADVICE LETTER NO. 4970 
 

Pursuant to Rules 11.1 and 13.9 of the Rules of Practice and Procedure (“Rules”) of the 

California Public Utilities Commission (“Commission”), the Southern California Generation 

Coalition (“SCGC”) moves for official notice of the Southern California Gas Company 

(“SoCalGas”) Seventh Annual Report of System Reliability Issues (“Report”) dated May 19, 

2016, and SoCalGas Advice Letter No. 4970 (“Advice 4970”). 

Insofar as a Proposed Decision is to appear on the agenda for the Commission’s June 9, 

2016 business meeting, this motion is extremely time-sensitive.  SCGC respectfully requests that 

a ruling be issued as soon as practicable to shorten the period for responses to this motion to May 

31, 2016, five days after the service of this motion.  

The purpose of this request for official notice is to update information on the efficacy of 

non-physical measures, primarily, baseload contracts, to maintain the Southern System 

reliability.  In the Report, SoCalGas states: 
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During the Report period SoCalGas purchased and sold 
approximately 30.7 MMDth of baseload supply at an approximate 
net cost of 7 cents per Dth or a total approximate net cost of $2.2 
million. 

During the Report period SoCalGas also purchased and sold 
approximately 2.5 MMDth of spot market supply at an 
approximate net cost of 40 cents per Dth or a total approximate net 
cost of $1 million. 

During the Report period SoCalGas did not offer any discounted 
interruptible transportation rates for gas transported from the El 
Paso – Ehrenberg receipt point to increase customer delivery of gas 
into the Southern System. 

The total System Operator cost of meeting Southern System 
minimum flow requirements over the April 2015 March 2016 
period was $3.2 million; $2.2 million in Hub baseload purchases 
and $1 million in Hub spot purchases reflected in the System 
Reliability Memorandum Account (SRMA).1 

Advice 4970 contains a request by SoCalGas to revise its Rule No. 41 to enable 

SoCalGas to continue to enter into a winter baseload contracts to support Southern System 

reliability for another three years.  The Advice letter contains attachments demonstrating the 

economics of baseload contracts over the past three winters, providing detailed net costs of the 

baseload contracts, and analyzing the spot gas costs that were avoided as a result of SoCalGas 

utilizing baseload contracts.  SoCalGas summarizes the information provided in the Advice 4970 

as follows:  

Winter baseload contracts have helped SoCalGas to provide 
reliable Southern System service at a reasonable cost in recent 
years, and this useful tool should continue. The circumstances that 
led the Commission to provide baseload contract preauthorization 
in Resolution G-3477 have not changed. As demonstrated in 
Attachments B through D, baseload contracts have enabled 
SoCalGas to reduce Southern System support costs by an average 
of $3.1 million per year over the past three winters.2 

                                                 
1 Seventh Annual Report of System Reliability Issues, p. 4 (May 19, 2016) (Appended hereto as 

Attachment A).  
2 Advice 4970, p. 2 (May 25, 2016) (Appended hereto as Attachment B).  
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The information regarding SoCalGas’ experience with non-physical measures such as 

baseload contracts to maintain Southern System reliability is information that the Commission 

should have available as it considers SoCalGas’ application for the North-South Project, a 

project which would have a first year revenue requirement of $133.6 million.3   

Rule 13.9 of the of the Commission’s Rules provides that the Commission may take 

official notice of “such matters as may be judicially noticed by the courts of the State of 

California.” Section 452 of the California Evidence Code identifies eight types of matters that 

may be judicially noticed, including “[f]acts and propositions that are not reasonably subject to 

dispute and are capable of immediate and accurate determination by resort to sources of 

reasonably indisputable accuracy.”4  

The Report and Advice 4970 meet the standards in section 452(h).  The report and the 

advice letter were prepared by SoCalGas and submitted the Commission and parties in 

compliance with the SoCalGas tariff and the Commission’s orders.  The data provided in the 

report and advice letter are uniquely within the knowledge of SoCalGas, and not reasonably 

subject to dispute by SoCalGas or other parties.   

 

 

 

 

 

 

                                                 
3 Exhibit. SCG-8, p.4 (Yee/SoCalGas).  
4 Cal. Evid. Code § 452(h). 
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Accordingly, SCGC requests that the Commission take official notice of the Report and 

Advice 4970 to inform and update the record on an issue of critical importance in this 

proceeding, the efficacy of non-physical measures to maintain Southern System reliability.  

 

Respectfully submitted, 
 
/s/ Norman A. Pedersen 
____________________________________ 
Norman A. Pedersen, Esq. 
HANNA AND MORTON LLP 
444 South Flower Street, Suite 1500 
Los Angeles, California 90071-2916 
 
Attorneys for the SOUTHERN CALIFORNIA 
GENERATION COALITION 
 

Dated:  May 26, 2016    
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Introduction�
�
SoCalGas�presents�its�Seventh�Annual�Report�of�System�Reliability�Issues�(Report).��This�Report�
covers�the�time�period�from�April�1,�2015,�through�March�31,�2016.��Pursuant�to�Section�21�of�
Rule�No.�41,�this�Report�provides�information�on�the�following�matters:�

A. Review�of�the�timing,�method,�formulas,�and�all�inputs�to�formulas�by�which�OFO�events�
are�triggered;�

�
B. Review�of�requests�for�the�Operational�Hub�to�acquire�additional�supplies�to�meet�

minimum�flow�requirements;�
�

C. Review�of�Operational�Hub�purchases/actions�to�meet�minimum�flow�requirements�and�
plans�for�the�coming�year�by�providing�information�regarding�the�individual�
transactions,�including�transactions�executed�pursuant�to�the�Operational�Hub�
contractual�arrangements.��Transaction�specific�information�shall�identify�price,�volume,�
date,�delivery/receipt�points,�and�any�special�terms;�

�
D. Review�the�need�for�any�additional�minimum�flow�requirements�on�the�Utility�system�

beyond�then�current�defined�requirements;�and�
�

E. Review�potential�additional�tools�to�support�system�operations�and�potential�system�
improvements�to�reduce�or�eliminate�the�need�for�any�minimum�flowing�supply�
requirements.�

�

� �
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A. Operational�Flow�Orders�
�
A�High�OFO�may�be�issued�if�the�level�of�scheduled�quantities�specified�from�Rule�No.�41�in�the�
table�below�for�each�transportation�nomination�cycle�exceeds�the�forecasted�system�capacity.�
��
Cycle� Quantity�Used�for�OFO�Calculation�

1)��Timely� Prior�Flow�Day�–�Evening�Cycle�Scheduled�Quantity�

2)��Evening� Current�Flow�Day�–�Timely�Cycle�Scheduled�Quantity�

3)��Intraday�1� Current�Flow�Day�–�Evening�Cycle�Scheduled�Quantity�

4)��Intraday�2� Current�Flow�Day�–�Intraday�1�Cycle�Scheduled�Quantity�

5)�Intraday�3� Current�Flow�Day�–�Intraday�2�Cycle�Scheduled�Quantity�

�

Forecasted�system�capacity�is�the�sum�of�forecasted�sendout,�physical�storage�injection�capacity�
and�off�system�scheduled�quantities.�

Gas�Control�develops�the�sendout�forecast�by�using�public�weather�data�for�estimating�core�
demand�(wholesale�and�retail)�and�market�information�and�historical�data�for�noncore�customer�
demand�provided�by�the�Customer�Strategy�and�Engagement�Department.��Gas�Control�also�
makes�use�of�demand�forecast�data�provided�directly�from�the�grid�operators,�including,�but�not�
limited�to�the�California�Independent�System�Operator�(CAISO),�Los�Angeles�Department�of�
Water�&�Power�and�Imperial�Irrigation�District.���

A�total�of�80�High�OFO�events�were�called�from�April�1,�2015�to�March�31,�2016.��This�represents�
a�10%�increase�in�comparison�to�the�73�High�OFOs�called�during�the�previous�Report�period.��
Attachments�1A,�1B,�and�1C�provide�detailed�calculations�for�each�High�OFO�event�including�
calculation�of�forecasted�system�capacity�in�comparison�to�scheduled�quantities.���

High�OFO�events�are�triggered�when�scheduled�quantities�from�a�previous�cycle�exceed�
forecasted�system�capacity�for�a�pending�cycle.���Most�of�the�High�OFOs�called�during�a�typical�
Report�period�occur�during�the�shoulder�months.��During�this�reporting�period,�16�High�OFOs�
occurred�during�October�2015�and�18�High�OFOs�occurred�during�November�2015.�

A�Low�OFO�will�be�issued�if,�on�a�day�prior�to�this�Gas�Day,�in�the�sole�judgment�of�Gas�Control,�
the�system�forecast�of�storage�withdrawal�used�for�balancing�exceeds�the�withdrawal�capacity�
allocated�to�the�balancing�function.��Should�SoCalGas’�implementation�of�a�Low�OFO�prove�to�be�
inadequate�to�ensure�system�integrity,�SoCalGas�may�implement�other�measures�including�
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implementing�an�Emergency�Flow�Order�(EFO).��SoCalGas�may�invoke�EFOs�when�a�forecast�or�
an�actual�supply�and/or�capacity�shortage�threatens�deliveries�to�End�Use�Customers.�

A�total�of�8�Low�OFO�events�(including�1�EFO�event)�were�called�from�April�1,�2015�to�March�31,�
2016.��Attachment�2�provides�detailed�calculations�for�each�Low�OFO�event.��The�Low�OFO/EFO�
procedures�were�approved�on�December�3,�2015�upon�adoption�of�Resolution�G�3511�which�
approved�SoCalGas�and�SDG&E�Advice�Letters�4822�G�and�2392�G,�respectively.�

B. Requests�for�Additional�Supplies�to�Meet�Minimum�Flow�
Requirements�

�
A�description�of�the�requests�from�Gas�Control�for�the�Operational�Hub�to�obtain�additional�
supplies�to�meet�Southern�System�minimum�flow�requirements�from�April�1,�2015�to�March�31,�
2016,�can�be�found�in�Attachment�3.��A�total�of�24�such�requests�were�made�during�the�Report�
period.���

C. Operational�Hub�Transactions�to�Meet�Minimum�Flow�
Requirements�and�Plans�for�the�Coming�Year�

�
Details�of�Operational�Hub�transactions�to�meet�minimum�flow�requirements�from�April�1,�2015�
to�March�31,�2016�are�provided�in�Attachment�4.��These�transactions�are�baseload�and�spot�
supply�purchases�and�sales.�
�
During�the�Report�period�SoCalGas�purchased�and�sold�approximately�30.7�MMDth�of�baseload�
supply�at�an�approximate�net�cost�of�7�cents�per�Dth�or�a�total�approximate�net�cost�of�$2.2�
million.��

During�the�Report�period�SoCalGas�also�purchased�and�sold�approximately�2.5�MMDth�of�spot�
market�supply�at�an�approximate�net�cost�of�40�cents�per�Dth�or�a�total�approximate�net�cost�of�
$1�million.����

During�the�Report�period�SoCalGas�did�not�offer�any�discounted�interruptible�transportation�
rates�for�gas�transported�from�the�El�Paso�–�Ehrenberg�receipt�point�to�increase�customer�
delivery�of�gas�into�the�Southern�System.���

The�total�System�Operator�cost�of�meeting�Southern�System�minimum�flow�requirements�over�
the�April�2015�March�2016�period�was�$3.2�million;�$2.2�million�in�Hub�baseload�purchases�and�
$1�million�in�Hub�spot�purchases�reflected�in�the�System�Reliability�Memorandum�Account�
(SRMA).�
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SoCalGas�has�taken�a�number�of�steps�to�address�the�Southern�System�minimum�flow�
requirements.���For�the�2015�16�winter�season�SoCalGas�entered�into�4�baseload�gas�
agreements�totaling�255�MDth/day�from�December�2015�through�March�2016�that�satisfied�the�
baseload�contract�criteria�set�forth�in�Rule�41.��

As�reported�in�the�Fifth�Annual�Report�the�Commission�also�approved�the�third�Memorandum�in�
Lieu�of�Contract�(Third�MILC)�between�SoCalGas’�System�Operator�and�Gas�Acquisition�for�gas�
supply�to�support�Southern�System�minimum�flow�requirements.��The�Third�MILC’s�evergreen�
provision�is�limited�to�three�one�year�terms�ending�not�later�than�October�31,�2016.��The�Third�
MILC�was�effective�during�the�Report�period.�

SoCalGas�plans�on�continuing�to�use�spot�purchases,�baseload�agreements�and�to�evaluate�the�
possible�use�of�discounted�BTS�capacity�over�the�next�year�to�meet�its�Southern�System�
minimum�flow�requirements.��Baseload�purchase�agreements�were�used�during�the�Report�
period�thanks�to�the�guidance�provided�by�the�Commission�for�future�baseload�agreements�in�
Resolution�G�3477.��SoCalGas�also�hopes�to�continue�using�agreements�between�the�Utility�
System�Operator�and�Gas�Acquisition�to�support�SoCalGas’�minimum�flow�requirements�on�its�
Southern�System�for�the�coming�year�as�well.���

D. Need�for�Any�Additional�Minimum�Flow�Requirements�
�
There�is�no�need�for�any�additional�minimum�flow�requirements�outside�of�the�Southern�System�
at�this�time.�

E. Potential�Additional�Tools�to�Support�System�Operations�and�
Potential�System�Improvements�to�Reduce�or�Eliminate�the�Need�
for�Minimum�Flowing�Supply�Requirements�

�
Potential�Tools�
�
Tools�previously�identified�by�SoCalGas�to�meet�this�minimum�flow�requirement�include�spot�
purchases,�Requests�for�Offers�(RFOs)�to�gas�suppliers�to�help�meet�Southern�System�flowing�
supply�needs,�and�minimum�flow�obligations,�(See�D.07�12�019,�mimeo.�at�58�64.)�and�MILCs�
with�Gas�Acquisition.�

Rule�41�requires�SoCalGas�and�Forum�participants�to�collaborate�in�good�faith�to�develop�a�post�
Forum�report�that�includes�identifying�any�tariff�changes�that�are�found�to�be�necessary�by�
Forum�participants.��Tariff�changes�proposed�in�the�Forum�will�be�submitted�to�the�CPUC�by�
Advice�Letter�no�later�than�60�days�after�the�Forum.��
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Local�Service�Curtailment�Procedure�Application�(A.15�06�020)�
�
On�June�26,�2015�SoCalGas�and�SDG&E�filed�an�application�(A.15�06�020)�for�authority�to�revise�
their�curtailment�procedures.��The�revised�curtailment�procedures�would�eliminate�the�current�
system�wide�process�and�instead�allow�SoCalGas�and�SDG&E�to�effectuate�end�use�curtailment�
in�one�or�more�of�ten�defined�local�service�zones�(or�an�area�larger�or�smaller�than�one�of�the�
defined�zones�if�operationally�expedient�to�do�so).��Additionally,�the�revised�procedures�
restructure�the�order�in�which�SoCalGas�and�SDG&E�curtail�noncore�customers.�
�
On�April�28,�2016,�SoCalGas,�SDG&E,�and�the�five�active�parties�filed�a�Joint�Motion�for�Adoption�
of�Gas�Curtailment�Procedures�Settlement�Agreement�with�the�CPUC.��The�settlement�
agreement�recommends�adoption�of�many�of�the�tariff�revisions�proposed�by�SoCalGas�and�
SDG&E�with�a�few�modifications�to�accommodate�customer�needs�and�provide�operator�
flexibility.��

On�April�29,�2016,�SoCalGas,�SDG&E,�and�twenty�four�other�parties�filed�a�Joint�Motion�for�
Adoption�of�Daily�Balancing�Proposal�Settlement�Agreement�with�the�CPUC.���This�Settlement�
Agreement�presents�a�package�of�temporary�reliability�improvement�measures�to�help�deal�with�
the�limited�availability�of�the�Aliso�Canyon�storage�field.��During�the�Settlement�term,�which�
would�end�no�later�than�November�30,�2016�(earlier�if�certain�operational�capacities�are�
recovered�at�Aliso�Canyon),�SoCalGas�and�SDG&E�will�deal�with�supply�shortages�and�surpluses�
using�Operational�Flow�Order�(OFO)�tariff�procedures�rather�than�daily�balancing�procedures.��A�
number�of�temporary�changes�will�be�made�to�the�existing�low�and�high�OFO�tariff�provisions�to�
facilitate�this,�including�changing�the�existing�110%�high�OFO�tolerance�to�a�default�of�105%�and�
revising�the�current�Low�OFO�formula�so�that�the�balancing�trigger�is�based�on�operational�
constraints.���A�subsequent�phase�of�the�same�CPUC�proceeding�will�consider�reliability�
measures�that�may�be�needed�beyond�November�30,�2016.�

�

� �



� Seventh�Annual�Report�of�System�Reliability�Issues�

Date�Issued:�May�19,�2016�

� �

Page�7�of�7�

Potential�Infrastructure�Improvements�–�North�South�Project�(A.13�12�013)�
�
On�December�20,�2013�SoCalGas�and�SDG&E�filed�an�application�(A.13�12�013)�for�authority�to�
recover�North�South�Project�revenue�requirement�in�customer�rates,�and�for�approval�of�related�
cost�allocation�and�rate�design�proposals.���
�
SoCalGas�and�SDG&E�proposed�the�North�South�Project�to�help�maintain�Southern�System�
reliability�and�alleviate�the�potential�for�curtailments�of�customers�on�the�Southern�System�due�
to�a�potential�mismatch�between�Southern�System�customer�demand�and�the�volume�of�flowing�
supplies�delivered�to�the�Southern�System�to�meet�that�demand.���On�April�5,�2016,�ALJ�
Bemesderfer�issued�a�Proposed�Decision�(PD)�denying�the�Application.��Opening�comments�in�
response�to�the�PD�were�filed�by�parties�on�April�26,�2016,�and�reply�comments�on�May�2,�2016.�

��



ATTACHMENT B 

Southern California Gas Company’s  
Advice Letter No. 4970 



 

May 25, 2016 

Advice No. 4970 
(U 904 G) 

Public Utilities Commission of the State of California 

Subject:  Revisions to Rule No. 41, Utility System Operation 

Southern California Gas Company (SoCalGas) hereby submits for approval by the 
California Public Utilities Commission (Commission or CPUC) proposed revisions to its 
Rule No. 41, Utility System Operation, applicable throughout its service territory, as 
shown on Attachment A. 

Purpose

SoCalGas requests authorization to revise Rule No. 41 to enable SoCalGas to continue 
to enter into winter baseload contracts to support Southern System reliability for another 
three years.

Background 

In Resolution G-3477, the CPUC preauthorized SoCalGas to enter into Southern System 
support baseload contracts that meet a defined set of criteria.  This authority is described 
in SoCalGas’ Rule No. 41: 

Should the Operational Hub deem it necessary or advisable to enter into baseload 
contracts for Southern System support at one or more of the Southern System 
receipt points, the Operational Hub shall be deemed to have made reasonable 
baseload purchases if: (1) the total cumulative baseload volumes at any time are 
less than or equal to 255,000 Dth/day; (2) the price is less than or equal to NGI’s 
Bidweek average for ”Southern Cal. Bdr. Avg.” plus 8.2 cents/Dth for the relevant 
baseload month(s); (3) the term is for the December - March period, or any subset 
of that period; and (4) the baseload contracts can only be made for one season at 
a time and only within the nine month period directly preceding that season.  The 
Operational Hub shall be deemed to have made reasonable sales of such 
baseload gas if: (1) for baseload sales, the sale price is greater than or equal to 
90% of NGI’s Bidweek average for “SoCal Citygate” for the relevant baseload 

Ronald van der Leeden
Director 

Regulatory Affairs 

555 W. Fifth Street, GT14D6 
Los Angeles, CA  90013-1011 

Tel:  213.244.2009 
Fax:  213.244.4957 

RvanderLeeden@semprautilities.com 
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month(s); and (2) for spot sales, the sale price is greater than or equal to 90% of 
the ICE Wtd Avg Index for the relevant trading point and trading period. This
provision shall expire on March 31, 2016, unless extended by the Commission.
SoCalGas may seek extension or modification of this provision by standard advice 
filing or application.1

The Commission granted this authorization in Resoution G-3477 because baseload 
contracts “provide an efficient method to manage Southern System minimum flow 
requirements.”2

Requested Authorization 

SoCalGas’ preauthorization to enter into baseload contracts for Southern System support 
ended on March 31, 2016.  SoCalGas respectfully requests an extension of this 
preauthorization for another three years.  All preauthorization terms would remain the 
same, and the only tariff change will be a revision of the baseload contract 
preauthorization sunset date—from March 31, 2016 to March 31, 2019. 

Winter baseload contracts have helped SoCalGas to provide reliable Southern System 
service at a reasonable cost in recent years, and this useful tool should continue.  The 
circumstances that led the Commission to provide baseload contract preauthorization in 
Resolution G-3477 have not changed.  As demonstrated in Attachments B through D, 
baseload contracts have enabled SoCalGas to reduce Southern System support costs by 
an average of $3.1 million per year over the past three winters.

Protest

Anyone may protest this Advice Letter to the Commission.  The protest must state the 
grounds upon which it is based, including such items as financial and service impact, 
and should be submitted expeditiously.  The protest must be made in writing and 
received within 20 days of the date this Advice Letter, which is June 14, 2016.  There is 
no restriction on who may file a protest.  The address for mailing or delivering a protest 
to the Commission is: 

CPUC Energy Division 
Attention:  Tariff Unit 
505 Van Ness Avenue 
San Francisco, CA 94102 

Copies of the protest should also be sent via e-mail to the attention of the Energy Division 
Tariff Unit (EDTariffUnit@cpuc.ca.gov).  A copy of the protest shall also be sent via both 
e-mail and facsimile to the address shown below on the same date it is mailed or 
delivered to the Commission.  
                     
1 SoCalGas Rule 41(20) (emphasis added). 
2 Res. G-3477 at 18, Finding of Fact 14. 
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Attn:  Sid Newsom 
Tariff Manager - GT14D6 
555 West Fifth Street 
Los Angeles, CA  90013-1011 
Facsimile No. (213) 244-4957 
E-Mail: snewsom@semprautilities.com

Effective Date

SoCalGas believes that this filing is subject to Energy Division disposition, and should be 
classified as Tier 2 (effective after staff approval) pursuant to General Order (GO) 96-B.
This filing is consistent with Decision 07-12-019.  Therefore, SoCalGas respectfully 
requests that this filing be approved on June 24, 2016, which is thirty (30) calendar days 
after the date filed. 

Notice

A copy of this Advice Letter is being sent to SoCalGas' GO 96-B service list and the 
Commission's service lists in the most recent Triennial Cost Allocation Proceeding 
(TCAP), A.15-07-014, as well as the 2013 TCAP, A.11-11-002.  Address change 
requests to the GO 96-B should be directed by electronic mail to tariffs@socalgas.com or 
call 213-244-3387.  For changes to all other service lists, please contact the 
Commission's Process Office at 415-703-2021 or by electronic mail at 
Process_Office@cpuc.ca.gov.

_________________________________
Ronald van der Leeden

Director – Regulatory Affairs 

Attachments



CALIFORNIA PUBLIC UTILITIES COMMISSION 
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ENERGY UTILITY
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Company name/CPUC Utility No. SOUTHERN CALIFORNIA GAS COMPANY (U 904-G)
Utility type:   Contact Person: Sid Newsom

 ELC  GAS        Phone #: (213) 244-2846
 PLC  HEAT  WATER E-mail:  snewsom@semprautilities.com 

EXPLANATION OF UTILITY TYPE 

ELC = Electric              GAS = Gas  
PLC = Pipeline              HEAT = Heat     WATER = Water 

(Date Filed/ Received Stamp by CPUC)

Advice Letter (AL) #:   4970 
Subject of AL: Revisions to Rule No. 41, Utility System Operation 

Keywords (choose from CPUC listing):    Reliability 
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Service affected and changes proposed1: See Advice Letter. 

Pending advice letters that revise the same tariff sheets: None 
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this filing, unless otherwise authorized by the Commission, and shall be sent to: 
CPUC, Energy Division       Southern California Gas Company 
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505 Van Ness Ave.  555 West Fifth Street, GT14D6 
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Tariffs@socalgas.com

1 Discuss in AL if more space is needed. 
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8P12 Regulatory Affairs RESOLUTION NO. G-3477

PURCHASES AND SALES TO MANAGE MINIMUM FLOW SUPPLIES  (Continued) 

20. (Continued) 

 NGI’s Bidweek average for ”Southern Cal. Bdr. Avg.” plus 8.2 cents/Dth for the relevant baseload 
month(s); (3) the term is for the December - March period, or any subset of that period; and (4) the 
baseload contracts can only be made for one season at a time and only within the nine month period 
directly preceding that season.  The Operational Hub shall be deemed to have made reasonable sales 
of such baseload gas if:  (1) for baseload sales, the sale price is greater than or equal to 90% of NGI’s 
Bidweek average for “SoCal Citygate” for the relevant baseload month(s); and (2) for spot sales, the 
sale price is greater than or equal to 90% of the ICE Wtd Avg Index for the relevant trading point and 
trading period.  This provision shall expire on March 31, 2019, unless extended by the Commission.  
SoCalGas may seek extension or modification of this provision by standard advice filing or 
application.

21. The Utility shall seek CPUC authority for any additional tools (other than system modifications that 
can be completed without an application under current rules) necessary to meet the Southern System 
minimum flow requirement through an application.  Any contracts that are not obtained through an 
RFO process relating to already-approved tools (i.e., gas purchases, gas exchanges) will be submitted 
to the CPUC for approval by Advice Letter.  Advice Letters seeking approval of the Operational Hub 
contractual arrangements shall identify the order in which contracts will be implemented to ensure 
system reliability and integrity at least cost. 

ACCOUNTING TREATMENT 

22. The cost and revenues of Operational Hub transactions (e.g., natural gas purchases, sales, or 
exchanges resulting from approved contracts) that are necessary to meet minimum flow requirements 
shall be recorded in the System Reliability Memorandum Account (SRMA).  Prospective changes to 
the types of the Operational Hub natural gas transactions (“tools”) to meet minimum flow 
requirements shall be considered in conjunction with the annual Utility Customer Forum described 
below.

UTILITY CUSTOMER FORUM 

23. The Utility shall hold an annual Utility Customer Forum (the “Forum”), which shall be held around 
April - May.  The Forum will provide an opportunity for the Utility to provide information on, and to 
address, the following matters with interested parties:  

i. Review of the timing, method, formulas, and all inputs to formulas by which OFO events 
are triggered;

ii. Review of requests for the Operational Hub to acquire additional supplies to meet 
minimum flow requirements; 

T
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  26  Consumer Responsible for Equipment for 
      Receiving and Utilizing Gas  ..........................................................................   45843-G 
  27  Service Connections Made by Company's  
      Employees  .....................................................................................................   24657-G
  28  Compensation to Company's Employees  ........................................................   24658-G 
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     36325-G,27073-G,36326-G,27075-G 
  36  Interstate Capacity Brokering  ..........................................................   39590-G,39591-G 
  38  Commercial/Industrial Equipment 
      Incentive Program  ............................   32745-G,50487-G,32747-G,32748-G,32749-G 
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      Pipeline System  ...........................   51962-G,-G,51963-G,51964-G,51965-G,51966-G 
  40  On-Bill Financing Program  .............................................................   44205-G,41155-G 
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The following listed sheets contain all effective Schedules of Rates and Rules affecting service and 
information relating thereto in effect on the date indicated thereon. 

GENERAL Cal. P.U.C. Sheet No. 
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Table of Contents--General and Preliminary Statement  .............................   52600-G,52335.1-G,52218-G 
Table of Contents--Service Area Maps and Descriptions  ............................................................   41970-G 
Table of Contents--Rate Schedules  ...............................................................   52580-G,52593-G,52562-G 
Table of Contents--List of Cities and Communities Served  .........................................................   51971-G 
Table of Contents--List of Contracts and Deviations  ...................................................................   51971-G
Table of Contents--Rules  ...............................................................................................   51681-G,52599-G
Table of Contents--Sample Forms  ...................................   51497-G,52363-G,51537-G,51833-G,50598-G 

PRELIMINARY STATEMENT 

Part I General Service Information  ..................................   45597-G,24332-G,24333-G,24334-G,48970-G 

Part II Summary of Rates and Charges  ............   52564-G,52565-G,52566-G,52183-G,52184-G,52591-G 
 52516-G,46431-G,46432-G,52164-G,52525-G,52526-G,52527-G,52189-G 

Part III Cost Allocation and Revenue Requirement  ......................................   52190-G,50447-G,50448-G 
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Part V Balancing Accounts 
Description and Listing of Balancing Accounts  ...................................................................   51893-G 
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Core Fixed Cost Account (CFCA)  ........................................................................   51352-G,51353-G 
Noncore Fixed Cost Account (NFCA)  ..................................................   51354-G,51642-G,51356-G 
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ATTACHMENT B 

Economics of Baseload Contracts Over the Past Three Winters  

In Resolution G-3487, the Commission ordered SoCalGas to incorporate an evaluation of 
the cost effectiveness of baseload contracts compared to spot market purchases in its 
Annual Compliance Reports.  In Resolution G-3514, the Commission deemed that 
“SoCalGas’ new method for calculating the volume of spot gas needed in the absence of 
baseload contracts is reasonable.”1  It determined that “the volume of gas needed in the 
absence of baseload contracts would be determined by calculating how much additional 
spot gas would have been needed to meet the Southern System minimum requirement if 
flowing supplies to Ehrenberg were 255,000 dths lower for each day of the winter 
period.”2  The daily volume would be multiplied by an estimated purchase price, which 
would be equal to 110 percent of that day’s SoCalGas Ehrenberg index.  The estimated 
sales price would be equal to 99.5 percent of the SoCalGas CityGate Index.  The daily 
net cost would include BTS charges and in-kind fuel requirements. 

The table below uses these criteria for the winters of 2013/14, 2014/15, and 2015/16.
Attachment C analyzes the detailed net costs of the baseload contracts. Attachment D 
analyzes the spot gas costs avoided as a result of the baseload contracts over all three 
years.  The analysis in Attachment D consistently uses the hybrid method for evaluating 
cost effectiveness as approved in Resolution G-3514. 

In summary, the baseload contracts have been very cost effective.  Over their first three 
years of use, the average annual customer savings from winter baseload contracts has 
been $3.1 million per year. 

The $10.57 million savings from the baseload contracts over the 2013/14 winter period 
more than offset the slight net cost of those baseload contracts in 2014/15 and 2015/16.3
As noted in Resolution G-3514 at page 11: 

[T]he overall cost effectiveness of baseload contracts relative to spot gas 
transactions should be viewed over more than just a single year.  For example, 

                     
1 Res. G-3514 at 9. 
2 Id. at 10. 
3 The analysis for 2015/16 will be presented again in SoCalGas’ 2015-2016 Annual Compliance 
Report.

Dec-March 
Volume 
(MMDth)

Net Cost 
($Millions)

Average 
Net Cost 
($/Dth)

Dec-March 
Volume 
(MMDth)

Net Cost 
($Millions)

Average 
Net Cost  
($/Dth)

Dec-March 
Volume 
(MMDth)

Net Cost 
($Millions)

Average 
Net Cost 
($/Dth)

Net 
Benefit/Year  
($Millions)

Baseload 30.4 $3.94 0.13$   30.8 3.88$     0.13$     30.8 $2.22 0.07$   
Additional Spot 
Purchases Needed in 
Absence of Baseload 19.4 14.51 0.75$   8.5 3.33 0.39$     7.1 1.53 0.22$   

Net Benefit/(Loss) 10.57 (0.55) (0.69) 3.11$              

2014-15 2015-162013-14
Effectiveness of

3-Year Average of 

 Baseload Contracts



while in 2014/15 spot gas purchases would have been less expensive than 
baseload contracts, in 2013/14 spot gas purchases would have been over $8.4 
million more expensive than baseload contracts.  Further, if SoCalGas had 
calculated the volumes of spot gas actually needed to meet Southern System 
requirements in 2013-14, the spot gas transactions would have been more 
expensive than previously assessed (in AL4690).  Volatility in the Southern 
System requirement and in daily gas prices from year to year will significantly 
affect the difference in the cost of baseload contracts relative to spot gas 
transactions.

As further noted on page 7 of Resolution G-3514:

Baseload contracts are intended to act as a form of insurance against volatility.  In 
volatile years, they shield ratepayers from unexpected spikes in the spot market.
In stable years, they can cost more than spot market purchases.

The winter baseload contracts have functioned as envisioned by the Commission in 
Resolution G-3514. 
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ATTACHMENT D 

Advice No. 4970 

Spot Gas Costs Avoided 



2013-14 2014-15 2015-16 3 Year

Additional Spot 
Purchases 
required in 
absence of 
Baseload 
(MMDth)

19.4 8.5 7.1 34.9

Net Cost 
($Millions) 14.51$       3.33$         1.53$         19.37$     

Average Net 
cost ($/Dth) 0.75$         0.39$         0.22$         0.55$       

December - March

ATTACHMENT D
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